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LOK SABHA 


The following Bills were introduced in Lok Sabha op the 8th December, 
1971: — 


Bill No. 160 of 1971 

A Bill to make certain provisions for the insurance of goods in India 
against damage arising from emergency risks and matters connected 
therewith or incidental thereto. 

Bb it enacted by Parliament in the Twenty-second Year of the 
Republic of India as follows: — 

CHAPTER I 


Preliminary 


1. (1) This Act may be called the Emergency Risks (Goods) Insurance 
Act, 1971. 

(2) It extends to the whole of India. 


Short 
title, 
extent 
and dura¬ 
tion. 


(3) It shall remain in force during the period of operation of the Pro¬ 
clamation of Emergency issued by the President under clause (1) of 
article 352 of the Constitution of India on the 3rd day of December, 1971, 
and for such further period as the Central Government may, by notifica¬ 
tion in the Official Gazette, declare to be the period of emergency for the 
purposes of this Act, but its expiry shall not affect anything done or 
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Defini¬ 

tions. 


omitted to be done before such expiry and section 6 of the General 
Clauses Act, 1897, shall apply upon the expiry of this Act as if it had 10 of 1897. 

been repealed by a Central Act. 

2. In this Act, unless the context otherwise requires,— 

(a) “emergency risks” means such risks arising from,— 

(i) action taken by an enemy or action taken in combating 
an enemy or in repelling an imagined attack by an enemy; 

(it) any explosion or fire which involves explosives or muni¬ 
tions or other dangerous things required for the purposes of 
defence against any action of an enemy and which happens or is 
caused by, through, or in connection with, the manufacture, 
storage or transportation of any such explosives, munitions or 
other dangerous things: 

(iii) measures taken under proper authority to avoid the 
spreading of or otherwise to mitigate, the consequences of damage 
occurring (whether accidentally or not) as a direct result of any 
such action as is described in sub-clause (i) or of any such ex¬ 
plosion or Are as is described in sub-clause (ii); 

( iv ) precautionary or preparatory measures taken under pro 
per authority with a view to preventing or hindering the carrying 
out of any attack by an enemy, being measures involving a subs¬ 
tantial degree of risk to property; 

(u) precautionary or preparatory measures involving the do¬ 
ing of work on land and taken under proper authority in any 
way in anticipation of enemy action, being measures involving a 
substantial degree of risk to property; 

( vi ) precautionary or preparatory measures taken under pro¬ 
per authority with a view to denying facilities to an enemy, 
being measures involving a substantial degree of damage to or 
diminution of value of property; 

(b) “enemy” means— 

(i) any person or country committing external aggression 
against India; 

(ii) any person belonging to a country committing such 
aggression; 

(iii) such other country as may be declared by the Central 
Government to be assisting the country committing such aggres¬ 
sion; 

(in) any person belonging to such other country; 

(c) “Fund” means the Emergency Risks (Goods) Insurance 
Fund constituted under section 10; 

(d) “goods” means any materials, commodities or articles and 
includes materials, commodities or articles used in or for the cons¬ 
truction or Repair of any ship up to the time at which the ship after 
completion of construction, or repair, is launched; 

(e) “insurable value” means the value of goods as ascertained for 
the purposes of insurance under this Act; 

(f) “policy” or “policy of insurance” means a contract of insu¬ 
rance issued under the Scheme and includes a policy of insurance 
and renewal endorsement; 
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(g) “quarter” means a period of three months commencing on 
the first day of January, April, July or October; 

( h ) “Scheme” means the Emergency Risks (Goods) Insurance 
Scheme made under this Act; 

(i) “seller of goods” includes a seller of goods acting as an agent; 

(j) ‘‘supplier of goods” means a person carrying on a business in 
the course of which he supplies goods for the purpose of, or in pur¬ 
suance of, contracts made by him for work, labour, or materials. 


CHAPTER II 

Insuhable goods and Insurance Scheme 

3. (2) Subject to the provisions of this section, the following goods 
shall, in relation to any person carrying on business in India as a seller 
or supplier of goods of any description, be deemed to be goods insurable 
under this Act, that is to say, all goods situated in India or, consigned from 
one place in India to another place in India and in transit, being either— 

(i) goods of that description, or 

(it) goods used as material from which goods of that description 
are produced or as ingredients or component parts of goods of that 
description: 

Provided that no goods shall be deemed to be insurable under this Act— 

(a) in relation to any person, being the owner of the goods, who 
carries on business as a seller of goods, unless they are owned by him 
with a view to being sold, or to being used as material for the produc¬ 
tion of goods to be sold, or as ingredients or component parts of goods 
to be sold; 

(b) In relation to any person, being the owner of the goods, who 
carries on business as a supplier of goods, unless they are owned by 
him with a view to being supplied for the purpose of, or In pursuance 
of, a contract made by him for work, labour or materials or to being 
used as material for the production of goods to be supplied as afore¬ 
said, or as ingredients or component parts of goods to be supplied; 

(c) in respect of a period in relation to any person carrying on 
business in India as a seller or supplier of goods of any description, If 
such goods are, before payment has been made of the premium under 
this Act for that period, in the custody, control or possession of the 
enemy. 

(2) The Central Government may, by notification in the Official 
Gazette, direct that goods of any description specified in the notification 
shall, notwithstanding anything contained in this section, be deemed not 
to be goods insurable under this Act and a copy of such notification shall 
be laid after it is made, on the Table of each House of Parliament when 
such House is in session for a period of thirty days or for the duration 
of the session in which it is laid, whichever period is less. 

(3) Nothing in sub-section (J) shall apply in relation to goods which 
are owned by Government or in respect of which the Government is the 
aeller or supplier. 


Goods 

insur¬ 

able 

under 

this 

Act. 
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4. (I) Save in so far as is otherwise expressly provided in this Act, 
any goods shall, subject to the provisions of this section, be deemed, for 
the purposes of this .Act, to be owned,— 

(a) if the property in the goods is for the time being vested in 
a person in relation to whom they are insurable under this Act, by 
that person; 

lb) if the property in the goods is not so vested, by any person 
in relation to whom the goods are insurable under this Act and who 
is for the time being entitled, either unconditionally or conditionally, 
to have the property in the goods vested in him: 

Provided that where— 

(i) any goods would, under the foregoing provisions of this section, 
be deemed to be owned by a person in whom the property therein is 
vested otherwise than in the course of a business carried on by him in 
India, or who is entitled to have the property therein vested in him 
otherwise than in the course of such business, and 

(fi) any person carrying on business in India is for the time being 
entitled to sell the goods as agent, 

the goods shall be deemed to be owned by the last mentioned person. 

(2) Where in the course of any business a ship is being, or has been, 
aonstructed under contract, and the ship or any part thereof or any goods 
appropriated for the construction thereof— 

(a) would, apart from the provisions of this sub-section, have 
been deemed for the purposes of this Act to be owned at any time 
by the person from time to time carrying on the business, or 

(b) have at any time been accepted, in pursuance of a contract 
made with him, by the person from time to time carrying on the busi¬ 
ness, 

then, notwithstanding that they would not, apart from the said provisions, 
be deemed for the said purposes to be owned by the person from time to 
time carrying on the business, the ship and any part thereof and any 
goods so appropriated as aforesaid shall, subject to the provisions of sub¬ 
section (3), be deemed, In a case to which clause (a) of this sub-section 
applies, to continue to be owned by the person from time to time carrying 
on the business until the acceptance of the ship, in pursuance of the con¬ 
tract in question, by the person for whom It is being or has been, con¬ 
structed, and in a case to which clause (b) of this sub-section applies, to 
be owned by the person from time to time carrying on the business at all 
times between the acceptance referred to in the said clause (b) and the 
acceptance of the ship as aforesaid by the person for whom it Is being, 
or has been, constructed. 

(3) The provisions of sub-section (2) shall apply in relation to the con¬ 
struction under contract in the course of a business of part of a ship, not 
being part of a ship which is being, or has been, constructed by the per¬ 
son from time to time carrying on the business, as they apply in relation 
to the construction of a ship—- 

(a) with the substitution for references to a ship or references to 
part of a ship; 

(b) where the contract for the part of the ship is with the person 
tor "whom the ship is being constructed, with the substitution for re¬ 
levances to the acceptance of the ship under the contract is question 
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of references to the acceptance of the ship under the contract for the 
construction thereof; 

(c) where the contract for the part of the ship is with any other 
person, with the substitution for references to the acceptance of the 
ship under the contract in question of references to the acceptance of 
the part of the ship under the contract for the construction of the 
part by the person for whom it is being, or has been, constructed. 

(4) Where the person from time to time carrying on a business receives 
any money, under a policy issued in pursuance of the Scheme, in respect 
of the loss of or damage to a ship, part of a ship or goods which are 
deemed to be owned by him by virtue of sub-section (2) or sub-section 
(3), the money shall be held by him on trust for the person who, apart 
from the provisions of those sub-sections, would be deemed for the pur¬ 
poses of this Act to be the owner of the ship, part or goods, subject, how¬ 
ever, to any lien or charge which would otherwise be enforceable against 
the ship, part or goods and subject also to the right to retain out of the 
money the amount of any expenses reasonably incurred by the first men¬ 
tioned person in making good any part of the loss or damage which he is 
liable to make good. 

5. (1) The Central Government may, by notification in the Official 
Gazette, put into operation a scheme to be called the Emergency Bisks 
(Goods) Insurance Scheme, whereby the Central Government undertakes 
in relation to persons carrying on business in India as sellers or suppliers 
of goods, the liability of insurance of such persons against emergency 
risks, to the extent provided by or under this Act, in respect of goods in¬ 
surable under this Act which are from time to time owned by such per¬ 
sons in the course of such business. 

(2) The Scheme may also extend— 

(a) to the undertaking by the Central Government, in relation to 
any person carrying on business in India as seller or supplier of goods, 
of the liability of insuring such a person against emergency risks in 
respect of goods insurable under this Act which are not owned by him 
but in which he has an interest arising in the course of that business; 

(b) without prejudice to the provisions of clause (a) of this sub¬ 
section, to the undertaking by the Central Government, in relation to 
a person carrying on any business in India, of the liability of insuring 
such a person against emergency risks in respect of— 

(i) any goods situated in India which are in his possession, 
otherwise than under a hire purchase agreement, for the purposes 
of that business, 

(ii) any goods situated in India which are subject to a mort¬ 
gage, pledge or charge in his favour held by him in the course of 
that business, 

being in either case goods which are not owned by him but which 
are insurable under this Act in relation to the person by whom they 
are owned; 

(c) to the undertaking by the Central Government, in relation to 
a person carrying on any business in India, of the liability of Insuring 
such person against emergency risks in respect of any goods situated 
in India, which having been sold in India, for export from India, are 
in his possession for the purpose of such export and are goods which 
were prior to such sale insurable under this Act in relation to the per¬ 
son by whom they were then owned; 
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(c’) to the undertaking by the Central Government, in relation to 
any person carrying on any business in India as a seller or supplier 
of goods, of the liability of insuring such a person against emergency 
risks in respect of goods imported into India through any port of 
India, while such goods are situated at such port or are in transit to 
a place in India. 

(3) The Scheme shall be such as to secure— 

(a) that the liability of the Central Government as insurer 
shall not extend to more than eighty per cent, of the insurable value 
of the property insurable; 

(b) that any liability of the Central Government as insurer under 
the Scheme is determined by a policy of insurance issued, in the form 
and in respect of a period not exceeding the period specified in the 
Scheme, by a person acting on behalf of the Central Government: 

Provided that the form of policy may be such as to limit the ex¬ 
tent and nature of the indemnity provided by the Central Government 
and to impose conditions subject to which the indemnity is provided: 

Provided further that the form of policy shall be such as to pro¬ 
vide that no liability shall arise thereunder unless the premium in 
relation to the period in which any loss or damage occurs has been 
paid before the occurrence of such loss or damage; 

(c) that any premium under a policy so issued Is payable at a 
rate not exceeding three per cent, per annum of the sum Insured as 
may be specified in the Scheme; and 

(d) that the amount of any one premium payable under a policy 
so issued is not less than such sum as may be specified in the Scheme. 

(4) Different forms of policies may be specified under sub-section (3) 
in relation to different descriptions of goods. 

(5) The Central Government may, by notification in the Official 
Gazette, add to, amend or vary any Scheme made trader this Act. 

(6) Every Scheme shall be laid, as soon as may be after it is made, 
before each House of Parliament while it is in session for a total period 
of thirty days which may be comprised in one session or in two success 
sive sessions, and if before the expiry of the session in which it is so 
laid or the session immediately following, both Houses agree in making 
any modification in the Scheme or both Houses agree that the Scheme 
should not be made, the Scheme shall thereafter have effect only in 
such modified form or be of no effect, as the case may be; so, however, 
that any such modification or annulment shall be without prejudice to 
the validity of anything previously done under the Scheme. 


Employ¬ 
ment of 
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by 

Central 
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6, The Central Government may, by notification In the Official 
Gazette, employ or authorise the employment of any person to act as 
its agent for the issue of policies, and making recommendations for 
the settlement of claims, under the Scheme, and may pay to the person 
so employed such remuneration as it may think fit. 
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CHAPTER III 
Compulsory Insurance 

7. (I) While the Scheme is in operation, no person shall, after such 
date as may be specified in this behalf by the Central Government by 
notification in the Official Gazette, carry on any business in India as a 
seller or supplier of goods, unless, in respect of any goods insurable 
under this Act which are for the time being owned by him in the course 
of that business, there is in force a policy of insurance against emer¬ 
gency risks issued in accordance with the Scheme, whereby he is in¬ 
sured in respect of such goods for a sum not less than the value thereof 
for the time being: 

Provided that the Scheme shall not restrict the carrying on of busi¬ 
ness- as aforesaid by any person, if and so long as the value of all goods 
insurable under this Act which are for the time being owned by him 
within one and the same Presidency town or district in the course of 
that business does not exceed fifty thousand rupees. 

(2) Whoever contravenes the provisions of this section shall be punish¬ 
able with fine which may extend to one thousand rupees and with further 
fine which may extend to five hundred rupees for every day after the 
first on which the contravention continues. 

8. (1) Where any person has failed to insure as, or to the full amount, 
required by this Act, and has thereby evaded the payment by way of 
premium of any money which he would have had to pay but for such 
failure, an officer authorised in this- behalf by the Central Government 
may determine the amount of payment of which has been so evaded, 
and thereupon such person shall be liable, without prejudice to any 
other action that may be taken against him under this Act, to pay to 
the Central Government, as penalty, an amount equal to the amount so 
determined, and if tio such payment is made on demand by the authorised 
officer, the amount of the penalty shall be recoverable from such person 
as an arrear of land revenue. 

(2) A person against whom a determination is made under sub¬ 
section (1) may, within the period specified in the Scheme, appeal 
against such determination to the Central Government whose decision 
thereon shall be final. 

9. (1) After the date on which the Scheme is put into operation, no 
person shall, except as a person authorised by the Central Government 
as its agent to issue policies in pursuance of the Scheme, carry on any 
business of insuring persons carrying on business In India as sellers or 
suppliers of goods against emergency risks in respect of goods insuraWe 
under this Act which are from time to time owned by such persons in 
the course of such business as Is last mentioned. 

(2) Whoever contravenes the provisions of sub-section (1) shall be 
punishable with fine which may extend to five thousand rupees and with 
further fine which may extend to one thousand rupees for every day 
after the first on which the contravention continues. 

10. (I) The Central Government may, after due appropriation made 
bv Parliament by law in this behalf, transfer in each financial year to 
a fund to be called the Emergency Risks (GoodsT Insurance Fund such 
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sums, as may be considered necessary, not exceeding the sums received 
by the Central Government by way of insurance premiums under the 
Scheme, or by way of payment made on composition of offences under 
section 15 or by way of expenses or compensation awarded by a court, 
under section 545 of the Code of Criminal Procedure, 1898, out of any 5 of 1898. 
fine imposed in any prosecution under this Act. 

(2) There shall be paid from out of the Fund all sums required for 
the discharge by the Central Government of any of its liabilities under 
the Scheme or for the payment by the Central Government of the remu¬ 
neration and expenses of agents employed for the purposes of the Scheme. 

( 3 ) If at any time when a payment is to be made out of the Fund, 
the sum standing to the credit of the Fund is less than the sum requir¬ 
ed for the making of that payment, an amount equal to the deficiency 
shall, after due appropriation made by Parliament by law, be paid into 
the Fund as an advance out of the Consolidated Fund of India. 

(4) If at any time the amount standing to the credit of the Fund 
exceeds the sum which, in the opinion of the Central Government, Is 
likely to be required for the making of payments out of the Fund, the 
excess shall be disposed of in such manner «as the Central Government 
may think fit. 

(5) The Central Government shall prepare, in such form and manner 
as may be specified in the Scheme and shall publish either annually or 
at such shorter intervals as may be specified therein, an account of all 
sums received into and paid out of the Fund. 


CHAPTER IV 
Miscellaneous 

11. (1) Any person authorised in this behalf by the Central Govern¬ 
ment may, for the purpose of ascertaining whether or not the require¬ 
ments of this Act have been complied with,— 

(a) require any person carrying on in India the business of 
fire insurance or of a seller or supplier of goods to submit to him 
such accounts, books or other documents or to furnish to him such 
information as he may reasonably think necessary, or 

(b) at any reasonable time, enter any premises occupied by any 
person carrying on in India the business of a seller or supplier of 
goods for the purposes of that business and may Inspect the pre¬ 
mises and require any person found therein who is for the time 
being in charge thereof, or in control of the business carried on 
therein, to produce to him and allow him to examine such accounts, 
books or other documents as may relate to the business carried on 
in the premises and to furnish to him such other information as he 
may reasonably require for the purpose of ascertaining whether or 
not and, if so, to what extent, the person carrying on the business is 
insured under the Scheme In respect of goods owned by him in the 
course of that business, and of ascertaining the value of any goods 
Insurable under the Scheme which are, or were at any relevant 
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time, owned by him in the course of that business and the maximum 
amount which would be recoverable in respect of any such goods 
under a policy issued under this Act. 

(2) Whoever wilfully obstructs any person in the exercise of his 
powers under this section or fails without any reasonable excuse to com¬ 
ply with a demand made thereunder, shall, in respect of each occasion on 
which any such obstruction or failure takes place, be punishable with 
fine which may extend to five hundred rupees. 

(3) Whoever, in purporting to comply with his obligations under this 
section, knowingly or recklessly makes a statement which is false in a 
material particular, shall be punishable with fine which may extend to 
one thousand rupees. 


(4) Where in any proceedings in respect of a contravention of 
section 7 in relation to any business, it is proved, in relation to that 
business,— 


(a) that a demand for the production of a policy of insurance 
issued in accordance with the Scheme insuring the person carrying 
on the business was duly made under this section and was not com¬ 
plied with, and 

(b) that the person making the demand was not satisfied tnat 
there was such a policy in existence, 

it shall be presumed, except in so far as the contrary is proved, that the 
said section 7 was being contravened in relation to that business at the 
time when the demand was made and continued to be contravened in 
relation to that business at all times thereafter. 


12. If any person, for the purpose of obtaining for himself or any 
other person any payment in respect of any damage due to the action 
of the enemy or under a policy issued in pursuance of the Scheme,— 

(a) furnishes any information which he knows to be false in 
a material particular, or recklessly furnishes any information which 
is false in a material particular, or 
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(b) with intent to deceive, produces, furnishes, sends or other¬ 
wise makes use of any book, account or other document which is 
false in a material particular, or 


(c) with intent to deceive, withholds any material information, 
he shall be punishable with fine which may extend to five thousand 
rupees, or with imprisonment for a term not exceeding three months, 
or with both. 


13. (/) .Where goods of any description have been insured by a 
seller or supplier of goods for any period, and before that period has 
elapsed the goods of that description have ceased, by virtue of a noti¬ 
fication under sub*section (2) of section 3 to be goods insurable under 


Refund of 
premium* 
in certain 

ca«ea. 



Limita¬ 
tion on 
prose¬ 
cution. 

Compo¬ 
sition of 
offences. 


Bar of 
legal 
proceed¬ 
ings. 
Removal 
of 

doubts. 


936 The GAZETTE OF INDIA EXTRAORDINARY [Part u— 


this Act, the person who has insured such goods shall be entitled to a 
proportionate refund of the premium. 

(2) Where a policy of insurance has been taken out in relation to 
goods which are not insurable under this Act and premium has been 
paid in relation to such policy, or where any premium has been paid in 
respect of goods which have ceased to be insurable under this Act, or 
where, in relation to goods insurable under this Act, premium has been 
made in excess of the amount due under the policy, the person making 
such payment or excess payment, as the case may be, shall be entitled to 
a refund of the whole of the amount so paid or paid in excess, as the 
case may be. 

(3) If it is established to the satisfaction of the Central Government 
that a policy of insurance under the Scheme has been taken out 
separately by two or more persons in respect of the same goods, the 
policy taken out by any one such person may, on an application made by 
him and after such inquiry as the Central Government may think fit, 
be cancelled and thereupon the premium paid on such policy shall be 
refunded to the person by whom it was paid unless such person has re¬ 
covered the premium from any other person, In which case, the refund 
shall be made to that other person - . 

Provided that no refund shall be made under this section unless the 
application for the refund is made before the expiry of six months from 
the date when the premium was paid. 

(4) No suit shall be maintainable in any civil court against the Cen¬ 
tral Government or any person acting as the agent of the Central Gov¬ 
ernment under section 6 for the refuind of money paid or purporting to 
have been paid as premium in respect of any policy issued or purporting 
to have been issued under this Act. 

14. No prosecution for any offence punishable under this Act shall 
be instituted against any person except by, or with the consent of, the 
Central Government or an authority authorised in this behalf by the 
Central Government. 

15. Any offence punishable under sub-section (2) of section 7, or 
sub-section (2) of sectiqn 9 may, either before or after the institution 
of the prosecution, be compounded by the Central Government or by 
any authority authorised in this behalf by the Central Government, on 
payment for credit to the Fund of such sum as the Central Government 
or such authority, as the case may be, thinks fit. 

16. No suit, prosecution or other legal proceeding shall lie against 
the Central Government or against any person for anything which is in 
good faith done or intended to be done under this Act. 

17. If any doubt arises as to whether a person is insurable in respect 
of any goods under this Act, the Central Government may, by order, 
make such provision or give such direction, not inconsistent with the 
provisions of this Act, as appear to it to be necessary or expedient fox 
the removal of such doubt. 
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STATEMENT OF OBJECTS AND REASONS 

In view of the present emergency, it is considered desirable that pro¬ 
vision should be made for the insurance of goods against the risk of loss 
or damage as a result of enemy action. As the degree of risk which may 
be involved is necessarily uncertain, it will not be possible for insurers 
to cover it in the normal course, and the Scheme will have to be formu¬ 
lated, brought into force and operated on behalf of the Central Govern¬ 
ment. 

2. The Bill seeks to provide for a scheme of insurance based on premium 
rates which can be varied up to the maximum limit provided under the 
Bill with reference to the actual nature or extent of the risk as it may 
exist from time to time. The various provisions are explained in detail 
in the notes on the clauses which are attached to the Bill. 


New Delhi; 

The 6th December , 1971. 


Y. B. CHAV AN. 


PRESIDENT’S RECOMMENDATION UNDER ARTICLE 117 OF THE 

CONSTITUTION OF INDIA 

[Copy of letter No. F. 66(1) /INS.I/71-III, dated the 6th December, 1971 
from Shrf Y. B. Chavan, Minister of Finance to the Secretary, Lok Sabha] 

The President having been informed of the subject matter of the pro¬ 
posed Emergency Risks (Goods) Insurance Bill, 1971, recommends 
the introduction of the Bill in the Lok Sabha under clause (1) of article 
117 and its consideration under clause (3) of article 117 of the Constitution. 
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Note s on clauses 

Clause 1, in effect provides that the Bill, when it is passed into lavf, 
shall come into force immediately in all the States or territories of India 
including Jammu and Kashmir. The provisions of the Act will continue 
to be in force throughout the period of the present emergency and for a 
reasonable period thereafter. 

Clause 2 defines the words and expressions used in the Bill. The 
definition of “emergency risks” in sub-clause (a) and of “enemy" in sub¬ 
clause (b) are based on the corresponding definitions in the Emergency 
Risks (Goods) Insurance Act, 1962, and include loss or damage caused by 
explosions or by the adoption of “scorched earth” or “denial” policies. 

Clause 3 makes it clear that the property insurable under the provi¬ 
sions of the Bill will be goods held in India for purposes of sale or supply 
in the course of business, and provides that goods which are in transit 
from any place in India to any other place in India will, throughout the 
period of such transit, be insurable in accordance with the provisions of 
the Bill. 

Goods belonging to or sold or supplied by the Government and also 
those which have been already" .seized by enemy will not be insurable. 
Sub-clause (2) provides that certain goods which may be notified for this 
purpose by the Central Government would not be insurable under the 
Scheme. * 

Clause 4 provides for the ownership of goods, and consequently for the 
liability or obligations in regard to them to be determined in the event 
of doubt. The intention is that if there is any difficulty about determin¬ 
ing the question whether the ownership of any goods has vested in any 
person at the time of insurance, the owner, or his agent if such an agent 
Is entitled to sell the goods, should be the person entitled to the rights 
or liable for the obligations, as the case may be, under the various pro¬ 
visions of the Bill. 

Clause 5 provides for a scheme of insurance of goods, within the scope 
of the provisions of the Bill, to be prepared and brought into force by 
notification at an appropriate stage by the Central Government. It is 
clarified for the avoidance of any doubt that persons interested in, or 
entitled to the possession of, any insurable goods in the course of their 
business, or persons to whom any insurable goods have been pledged, 
mortgaged or otherwise charged, may insure the goods, on their initia¬ 
tive, in lieu of the persons who as the deemed owners for the purposes 
of the Scheme may be bound or compelled to insure the goods in the 
normal course. 

Goods which are in the process of being exported from, or imported 
into, India will be insurable while they are situated in India. 
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The Central Government’s liability as the insurer under the Scheme 
will be limited in each case to eighty per cent, ol the insurable value of 
the goods. The policies of insurance will be issued for periods specified 
in the Scheme. The premiums will be charged at a variable rate, which 
will be determined from time to time by the Central Government after 
taking into account the actual degree of risk which may be involved. 

Clause 6 provides for the appointment of an agent to administer the 
Scheme on behalf of the Central Government. 

Clauses 7 and 8.—Clause 7 provides that when a scheme of insurance is 
notified and brought into force, every person who in the course of his 
business is a seller or supplier of goods will be compelled to insure such 
goods to the extent that they are insurable under the Scheme. Clause 8 
provides for the determination and recovery of an amount as penalty 
equivalent to the amount evaded payment by way of premium. 

Goods, which being located in any district are of the value of Rs. 50,000 
or less, are not compulsorily insurable in accordance with the provisions 
of the Scheme, 

Clause 9 prohibits private insurers from competing with the Central 
Government in regard to the coverage of the abnormal emergency risks 
for which provision is made in the Bill. 

Clause 10 provides for the establishment of an Emergency Risks 
(Goods) Insurance Fund. The fund is intended to be self-sufficient, but 
provision is being made for the Central Government to advance to the 
fund, if it is temporarily in deficit, any amount which may be needed for 
meeting the expenditure which may be chargeable to the fund. If there 
is ultimately a surplus in the fund, after provision has been made for all 
the obligations to the policy-holders, appropriate arrangements in regard 
to the utilisation of the surplus will be made by the Central Government. 

Clauses 11 and 12.—Clause 11 provides for the grant of power to the 
Central Government to obtain information or to carry out such inspec¬ 
tions as may be necessary, and clause 12 provides for penalties for fur¬ 
nishing any false information. 

Clause 13 provides for the refund of premiums in certain cases but 
only If application for the refund is made within six months of the pay¬ 
ment of the premium. 

Clauses 14 to 17 contain the usual provisions in regard to the limita¬ 
tion on prosecutions, composition of offences, bar of legal porceedings 
in respect of action taken in good faith, and power to remove difficulties, 
if any. 
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Financial memorandum 

Clause 10 of the Bill provides that an Emergency Risks (Goods) 
Insurance Fund will be established and that an amount not exceeding the 
amount of premiums and other collections received under the Scheme of 
insurance will be paid into that fund after due appropriation by law. 
The degree of risk as a result of enemy action is necessarily uncertain 
and a reasonably accurate estimate of the value of the property insurable 
in accordance with the provisions of the Bill cannot also be made. It is 
not possible, therefore, to anticipate exactly at this stage the rate at 
which the premiums may have to be fixed or the amounts receivable on 
account of the Emergency Risks (Goods) Insurance Fund. The Bill pro¬ 
vides for a maximum rate of premium of three per cent, of the insurable 
value per annum. The clause provides that if at any time the balance 
in the Emergency Risks (Goods) Insurance Fund is inadequate to meet 
the outgo therefrom, an amount equal to the deficiency shall be paid into 
the Fund, after due appropriation made by Parliament by law out of the 
Consolidated Fund of India, No estimate of the likely amount involved 
is possible. 

2. The recurring expenditure on administration of the Scheme is ex¬ 
pected to amount to about Rs. 17 lakhs per year on account of establish¬ 
ment expenses of the organisation to be entrusted with administration- 
There is already an organisation for this purpose which has been func¬ 
tioning over since the previous declaration of Emergency in 1962 for 
which a Budget provision of Rs. 6.83 lakhs has been provided in respect 
of the current financial year, The amount required is therefore Rs. 9.63 
lakhs during the current financial year. For the year 1972-73 and sub¬ 
sequent years the amount required will be about Rs. 17 lakhs per year. 
The organisation will be suitably augmented for the purposes of adminis¬ 
tration of the present Bill. 

3. No non-recurring expenditure will be incurred on account of th« 
provisions of the Bill. 



Sec. 2] 


94? 


THE GAZETTE OF INDIA EXTRAORDINARY 


MEMORANDUM REGARDING DELEGATED LEGISLATION 

Clause 5 of the Bill empowers the Central Government to make a 
scheme whereby that Government undertakes in relation to persons carry¬ 
ing on business in India as sellers or suppliers of goods, the liability of 
insurance of such persons against emergency risks, to the extent pro¬ 
vided by or under the Act, in respect of goods insurable under the Act 
which are from time to time owned by such persons in the course of such 
business. The matters in relation to which the Scheme may be made 
have been specified in the Bill. These are matters of procedure and detail 
which can hardly be provided in the Bill ' The delegation of the legis¬ 
lative power is, therefore, of a normal character. 
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Bill No. 161 of 1971 

A Bill to make certain provisions for the insurance of certain property in 
India against damage arising from emergency risks and for matters 
connected therewith or incidental thereto. 

Be it enacted by Parliament in the Twenty-second Year of the 
Republic of India as follows: — 

CHAPTER I 
Preliminary 

1. (1) This Act may be called the Emergency Risks (Undertakings) 
Insurance Act, 1971. 

(2) It extends to the whole of India. 

(3) It shall remain in force during the period of operation of the 
Proclamation of Emergency issued by the President under clause (1) 
of article 352 of the Constitution on the 3rd day of December, 1971, and 
for such further period as the Central Government may, by notification 
in the Official Gazette, declare to be the period of emergency for the 
purposes of this Act, but its expiry shall not affect anything done or 
omitted to be done before such expiry and section 6 of the General 
Clauses Act, 1897, shall apply upon the expiry of this Act as if it had 
been repealed by a Central Act. 

2. In this Act, unless the context otherwise requires,— 

(a) “building” includes foundations, plinths, floors, staircases, 
tanks, engine and boiler beds, chimneys, flues and boundary, walls; 
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(b) “emergency risks" means such risks arising from— 

(i) action taken by an enemy or action taken in combat¬ 
ing an enemy or in repelling an imagined attack by an enemy; 

(ii) any explosion or fire which involves any explosives or 
munitions or other dangerous things required for the purposes 
of defence against any action of an enemy and which happens 
or is caused by, through, or in connection with, the manufac¬ 
ture, storage or transportation of any such explosives, muni¬ 
tions or other dangerous things; 

(ill) measures taken under proper authority to avoid the 
spreading of, or otherwise to mitigate, the consequences of 
damage occurring (whether accidentally or not) as the direct 
result of any such action as is described in sub-clause (i) or 
of any such explosion or fire as is described in sub-clause (if); 

(in) precautionary or preparatory measures taken under 
proper authority with a view to preventing or hindering the 
carrying out of any attack by an enemy, being measures involv¬ 
ing risk to property; 

(v) precautionary or preparatory measures involving the 
doing of work on land and taken under proper authority in any 
way in anticipation of enemy action, being measures involving 
risk to property; 

(vi) precautionary or preparatory measures taken under 
proper authority with a view to denying facilities to an enemy, 
being measures involving damage to or diminution of the value 
of property; 

(c) “enemy” means— 

(i) any person or country committing external aggression 
against India; 

(ii) any person belonging to a country committing such 
aggression; 

(iii) such other country as may be declared by the Central 
Government to be assisting the country committing such ag¬ 
gression; 

(iv) any person belonging to such other country; 

(d) “factory” means a factory as defined in clause (m) of 

63 of 1948- section 2 of the Factories Act, 1948; 

(e) “factory building” includes all buildings comprised in the 
factory, and such other buildings (including residential buildings 
for staff and workmen, hospitals and welfare centres) within a 
radius of three kilometres from the main factory building as are 
in the same ownership or occupation as the factory and are used 
for the purposes of the factory; 

(f) “Fund” means the Emergency Risks (Undertakings) Insur¬ 
ance Fund constituted under section 7; 

(g) “inland vessel” means a vessel not ordinarily plying out¬ 
side the limits of the territorial waters surrounding India; 
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( h) “insurable value” means the value of the property as ascer¬ 
tained for the purposes of insurance under this Act; 

(i) “occupier” of a factory has the meaning assigned to it in 
clause ( n) of section 2 of the Factories Act, 1948; 

( j ) “owner”, in relation to property insurable under this Act, 
means the owner of such property and includes, when parts of such 
property in relation to an undertaking to which this Act applies are 
owned by different persons, each such person in respect of the part 
owned by him; 

( k ) "policy or policy of insurance” means a contract of insu¬ 
rance issued under the Scheme and includes a policy of insurance 
or renewal endorsement; 

(l) “property insurable under this Act” means— 

(i) in relation to any factory, factory buildings, and, except 
where they are for the time being goods insurable under the 
Emergency Risks (Goods) Insurance Act, 1971, all plant and 
machinery in the factory, all materials in the factory for use 
in the production or transmission of motive power, or in the 
maintenance of plant and machinery (including lubricants) or 
in the maintenance of factory buildings; 

( U) in relation to Electric Supply Undertakings, the stations, 
sub-stations, switch houses and transformer houses, in addition 
to the insurable property referred to in sub-clause (i) of this 
clause; 

(iii) in relation to hydro-electric supply undertakings, the 
whole of sluice houses, valve houses, water-pipe lines, penstocks 
and any other plant or machinery appertaining to the intake of 
hydraulic power; 

(iu) in relation to mines as defined in the Mines Act, 1952, 
plant and machinery, whether above or below ground, buildings 
including inclines and situated within a radius of three kilometres 
from the mine excavation and in relation to such plant, machinery 
and buildings and materials above ground as would, if the mine 
were a factory, be included in property insurable under this 
Act under sub-clause (i) of this clause; 

( v ) in relation to gas supply undertakings, the whole of 
distribution systems, in addition to the insurable property refer¬ 
red to in sub-clause (i) of this clause; 

(w) in relation to any trading Corporation or any body of 
Port Trustees or Commissioner, or any other person specified in 
this behalf by the Central Government, owning inland vessels 
and all inland vessels (including the hull, machinery and fittings 
thereof), fuel carried thereon and stores carried therein for the 
use of the crew, owned by it or him, as the case may be, where 
such vessels, fuel and stores are not for the time being plant or 
materials insurable in relation to a factory under this Act and 
the Scheme thereunder, or goods insurable under the Emergency 
Risks (Goods) Insurance Scheme made under the Emergency 
Risks (Goods) Insurance Act, 1971; 
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(mi) in relation to oil mines and oil refineries, in addition to 
properties referred to in sub-clause (i) or sub-clause (iv) of 
this clause, as the case may be, derricks, drills and rigs and group 
gathering stations and storage tanks of oil mines, plant and 
machinery required for pumping, refining or processing any 
mineral oil, and pipe lines and all buildings of such installations 
within a radius of three kilometres thereof; 

(mil) in relation to tea estates, in addition to the properties 
referred to in sub-clause (i) of this clause, standing tea crops 
in any garden belonging to the owner of any factory: 

Provided that no property shall be deemed to be insurable under 
this Act in respect of a period if such property is, before payment 
has been made of the premium under this Act for that period, in the 
custody, control or possession of the enemy; 

(m) "quarter” means a period of three months commencing on 
the first day of January, April, July or October; 

(n) “Scheme” means the Emergency Risks (Undertakings) 
Insurance Scheme made under this Act; 

(o) “undertaking to which this Act applies” includes— 

(i) factories, 

(ii) electric supply undertakings, hydro-electric supply 
undertakings and State Electricity Boards constituted under 
the Electricity (Supply) Act, 1948, 

(iii) mines, as defined in the Mines Act, 1952, 

(iv) gas supply undertakings, 

( v ) oil mines and oil refineries, 

( vi ) tea estates, 

(mi) any trading Corporation or any body of Port Trustees 
or Commissioners or any other person specified in this behalf by 
the Central Government, owning inland vessel, 

but does not include any undertaking which is owned and depart- 
mentally run by Government or any undertaking which is exempted 
under section 15 from the provisions of this Act; 

(p) “vessel” means a vessel the value of which including the 
hull, machinery and fittings but excluding cargo, fuel and stores 
carried for the use of the crew, as ascertained for the purpose of in¬ 
surance under the Scheme, exceeds two thousand and five hundred 
rupees, propelled wholly or in part by steam, electrical or mechanical 
power, or adapted for towing by a vessel so propelled, and includes 
any such vessel while used as a place of habitation or for storage of 
goods but does not include a vessel of the type commonly called 
country craft. 

CHAPTER II 

Emergency Risks (Undertakings) Insurance Scheme 
3. (I) The Central Government may, by notification in the Official 
Gazette, put into operation a scheme to be called the Emergency Risks 
(Undertakings) Insurance Scheme, whereby the Central Government 
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undertakes the liability of insuring property insurable under this Act 
against emergency risks, to the extent provided by or under this Act. 

(2) The Scheme may extend to the undertaking by the Central Gov¬ 
ernment in relation to any person in India of the liability of insuring 
such person against emergency risks in respect of any property insurable 
under this Act which is not owned by him but in which he has an in¬ 
terest, up to the extent of such interest. 

(3) The Scheme shall be such as to secure^- 

(a) that the liability of the Central Government as insurer shall 
not extend to more than eighty per cent, of the insurable value of 
the property insurable; 

(b) that any liability of the Central Government as insurer 
under the Scheme is determined by a policy of insurance issued, in 
the form and in respect of a period not exceeding the period speci¬ 
fied in the Scheme, by a person acting on behalf of the Central 
Government: 

Provided that the form of policy may be such as to limit the 
extent and nature of the indemnity provided by the Central Govern¬ 
ment and to impose conditions subject to which the indemnity is 
provided: 

Provided further that the form of policy shall be such as to 
provide that no liability shall arise thereunder unless the premium 
in relation to the period in which any loss or damage occurs has been 
paid before the occurrence of such loss or damage; 

(c) that any premium under a policy so issued is payable at a 
rate not exceeding three per cent, per annum of the sum insured a a 
may be specified in the Scheme: 

Provided that nothing in this clause shall prevent the securing 
by the Scheme of different rates of premium in relation to properties 
of different descriptions insurable under this Act qwned by any 
undertaking to which this Act applies; 

(d) that the amount of any one premium payable under a policy 
so issued is not.less than such sum as may be specified in the Scheme. 

(4) The Scheme may provide— 

(a) for undertaking in relation to works in course of construc¬ 
tion which, when completed, will become properties insurable under 
the Act and such plant and machinery appertaining to such works 
as may be specified in the Scheme, the same liabilities as are under¬ 
taken by the Scheme in relation to the undertakings; 

(b) that the payments due under a policy of insurance issued 
under the Scheme, may at the option of the Central Government, 
take either of the following forms, namely: — 

(i) payment, within the limits of the liability assumed by 
the Central Government and in such manner and by such instal¬ 
ments as the Central Government may think fit, of the cost 
necessary to restore the property as far as practicable to the 
condition in which it existed before the occurrence of the 
damage, or 
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fii) compensation, within the aforesaid limits, for the loss 
in value, ascertained on the basis of values and prices ruling at 
the time at which the policy of insurance was taken out, or at 
which the loss occurred, whichever is less, suffered by the pro¬ 
perty as a result of the damage, after due allowance has been 
made for depreciation during the period of insurance cover; 

(c) that payments due under a policy of insurance under the 
Scheme may be postponed to any time before the expiry of one year 
from the date on which this Act ceases to be in force, or, subject to 
payment of interest at the rate of two per cent, per annum from the 
expiry of the said year, to any later date; 

(d) for making it an express or implied condition of any policy 
of insurance issued under the Scheme— 

(i) that the owner or occupier of a factory or owner of other 
undertakings mentioned in sub-section (1), as the case may be, 
shall comply with all regulations or instructions made or issued 
under the authority of Government for safeguarding the property 
against damage from emergency risks, or 

(U) that, where the Central Government exercises its option 
to pay the cost necessary to restore the property to its original 
condition the owner of the undertaking shall if so required by 
the Central Government, reconstruct the property or remove the 
property to and reconstruct it in another locality. 

(5) Different forms of policies may be specified in the Scheme under 
sub-section (3) in relation to different classes of undertakings. 

(6) The Central Government may, by notification in the Official 
Gazette, add to, amend or vary any Scheme made under this Act. 

(7) Every Scheme shall be laid, as soon as may be after it is made, 
before each House of Parliament while it is in session for a total period 
of thirty days which may be comprised in one session or in two succes¬ 
sive sessions, and if before the expiry of the session in which it is so laid 
or the session immediately following, both Houses agree in making any 
modification in the Scheme or both Houses agree that the Scheme should 
not be made, the Scheme shaH thereafter have effect only in such modi¬ 
fied form or be of no effect, as the case may be; so, however, that any 
such modification or annulment shall be without prejudice to the validity 
of anything previously done under the Scheme. 

4. The Central Government may, by notification in the Official Gazette, 
employ or authorise the employment of any person to act as its agent for 
the issue of policies and making recommendations for the settlement of 
claims under the Scheme, and may pay to the person so employed such 
remuneration as it may think fit. 

5. (1) While the Scheme is in operation, every owner of an under¬ 
taking to which this Act applies, shall,— 

(a) by such date as may be specified in this behalf by the Cen¬ 
tral Government by notification in the Official Gazette, or 
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(b) in respect of property becoming property insurable under 
this Act after the date specified under clause (a), or in a case to 
which sub-section (2) refers, before the commencement of the 
quarter next following that in which,— 

(i) the property becomes insurable under this Act, or 

(ii) the reconstruction of the property is completed, 

take out a policy of insurance against emergency risks issued in accord¬ 
ance with the Scheme whereby he is insured in respect of all property 
insurable under this Act which appertains to the undertaking for a sum 
which is not less than the insurable value of such property: 

Provided that where the undertaking is a factory and the owner 
thereof is not himself the occupier of the factory, the occupier of the 
factory shall, unless the owner has already taken out a policy of insurance 
as required by this sub-section, himself take out the policy, and in such 
a case the occupier shall be deemed to act as the agent of the owner and 
shall be entitled to receive from the owner all sums paid as premiums 
on the policy: 

Provided further that in the case of a trading Corporation or body of 
Port Trustees or Commissioners or any other person whose inland vessels 
become insurable under this Act, the policy of insurance taken out shall 
be for a sum not less than the insurable value of such vessels, fuel and 
stores; and this obligation shall in the case of a trading Corporation incor¬ 
porated outside India rest upon the manager of the principal place of 
business in India of the Corporation. 

(2) The obligation imposed by sub-section (1) includes, When the 
owner of the undertaking Is required by the Central Government to 
reconstruct the property which has suffered damage, an obligation to 
take out an additional policy of insurance as required by the sub-section 
in respect of the reconstructed property. 

(3) When an undertaking in respect of which a policy of insurance 
against emergency risks has been taken out as required by this section 
is transferred from one owner to another or there is a change of occupier of 
an undertaking which is a factory, the policy may be transferred to the 
new owner or occupier and such new <^wner or occupier shall succeed 
to all rights and liabilities under and in relation to the policy as if the 
policy had been in the first instance taken out by him. 

(4) Whoever contravenes the provisions of sub-section (2) or the pro¬ 
viso thereto, or, having taken out a policy of Insurance as required by 
that sub-section, fails to pay any premium winch is due thereon, shall 
be punishable with fine which may extend to two thousand rupees and 
with a further fine which may extend to one thousand rupees for every 
day after the first on which the contravention or failure continues, and 
such punishment shall be without prejudice to any other penalty or 
liability incurred in consequence of such contravention or failure. 

(5) Where any offence under sub-section (4) is tried by a Presidency 
Magistrate or a magistrate of the first class, then, notwithstanding any¬ 
thing contained in the Code of Criminal Procedure, 1898, the magistrate s «f 1898 . 
trying the offence may pass any sentence authorised by that sub-section. 
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6. (1) After the date on which the Scheme is put into operation, no Restric- 
person shall, except as a person authorised by the Central Government carrying 
as its agent to issue policies in pursuance of the Scheme, carry on the on certain 
business of insuring undertakings to which this Act applies in India business, 

against emergency risks in respect of property insurable under this Act. 


(2) Whoever contravenes the provisions of sub-section ( 1 ) shall be 
punishable with fine which may ‘extend to five thousand rupees and with 
a further fine which may extend to one thousand rupees for every day 
after the first on which the contravention continues. 


0 of 1898. 


7. (1) The Central Government may, after due appropriation made Emergency 
by Parliament by law in this behalf, transfer in each financial year, to ^rtak-^ 1 *" 
a fund to be called the Emergency Risks (Undertakings) Insurance Fund mgs) 
such sums, as may be considered necessary, not exceeding the sums Insurance 
received by the Central Government by way of insurance premiums 
Under the Scheme, or by way of payments made on composition of 
offences under section 13 or by way of expenses or compensation awarded 
by a Court, under section 545 of the Code of Criminal Procedure, 1898, 
out of any fine imposed in any prosecution under this Act. 


(2) There shall be paid from out of the Fund all sums required for 
the discharge by the Central Government of any of its liabilities under 
the Scheme, or for payments by the Central Government under section 10, 
or for the payment by the Central Government of the remuneration and 
expenses of agents employed for the purposes of the Scheme, 

(3) If at any time when a payment is to be made out of the Fund 
the sum standing to the credit of the Fund is less than the sum required 
for the making of that payment, an amount equal to the deficiency shall, 
after due appropriation made by Parliament by law, be paid into the Fund 
as an advance out of the Consolidated Fund of India. 

(4) If at any time the amount standing to the credit of the Fund 
exceeds the sum which, in the opinion of the Central Government, is 
likely to be required for the making of payments out of the Fund, the 
excess shall be disposed of in such manner as the Central Government 
may think fit. 

(5) The Central Government shall prepare in such form and manner 
as may be specified in the Scheme and shall publish either annually or 
at such shorter intervals as may be specified therein, an account of all 
sums received into and paid out of the Fund. 


CHAPTER III 


Miscellaneous 


8. (1) Any person authorised in this behalf by the Central Govern¬ 
ment may, for the purpose of ascertaining whether or not the owner or 
occupier of any property required to be insured under this Act has taken 
out a policy of insurance as required by this Act in respect of such 
property, or for the purpose of investigating the insurable value of any 
property insured, or required to b*> insured, or proposed for insurance 
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under this Act, or for the purpose of estimating the damage suffered by 
any property insured under this Act,— 

(a) require the owner or occupier of the property, or any person 
carrying on in India the business of fire insurance in respect of the 
property, to submit to him such accounts, books or other documents 
or to furnish to him such information as he may reasonably think 
necessary, or 

(b) at any reasonable time, enter any premises comprising or 
containing the property, inspect such premises or property, and 
require any person found on such premises, who is for the time being 
in charge thereof, or in control thereof, or whom he believes to be 
in possession of information relevant to his investigation, to produce 
to him and allow him to examine such accounts, books or other 
documents as he may think necessary, or to furnish to him such other 
information as he may reasonably think necessary. 

(2) Whoever wilfully obstructs any person in the exercise of his 
powers under this section or fails without reasonable excuse to comply 
with any demand made thereunder shall, in respect of each occasion on 
which any such obstruction or failure takes place, be punishable with 
fine which may extend to one thousand rupees. 

(3) Whoever, in purporting to comply with his obligations under this 
section, knowingly or recklessly makes a statement false in a material 
particular shall be punishable with fine which may extend to one 
thousand rupees. 

(4) Where in any proceedings in respect of a contravention of section 5 
in relation to any undertaking, it is proved, in relation to that under¬ 
taking— 


(a) that a demand for the production of a policy of insurance 
issued in accordance with the Scheme insuring the owner or occupier 
of the insurable property was duly made under this section and was 
not complied with, and 

(b) that the person making the demand was not satisfied that 
there was such a policy in existence, 

it shall be presumed, except in so far as the contrary is proved, that the 
said section 5 wag being contravened in relation to that undertaking at 
the time when the demand was made and continued to be contravened 
in relation to that undertaking at all times thereafter. 

9. If any person, for the purpose of obtaining for himself or any other 
person any payment in respect of any damage due to any action of the I 
enemy or under a policy issued in pursuance of the Scheme,— 

(a) furnishes any information which he knows to be false in 
a material particular, or recklessly furnishes any information which 
is false in a material particular, or 

(b) with intent to deceive, produces, furnishes, sends or other¬ 
wise makes use of any book, account or other document which is 
false in a material particular, or 
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(c) with intent to deceive, withholds any material information, 

he shall be punishable with fine which may extend to five thousand 
rupees, or with imprisonment for a term not exceeding three months, 
or with both, 

10. Where the Central Government requires the owner of an under¬ 
taking to remove the insurable property and to reconstruct it in another 
locality, the Central Government shall make to such owner, out of the 
Fund, such payments, in addition to any sum payable under policy of 
insurance, as it considers sufficient to defray the cost of the removal 
and, if necessary, the replacement of any part of the property in res¬ 
pect of which no compensation is payable. 

11. ( 1 ) Where any person has failed to insure as, or to the full 
amount, required by this Act, and has thereby evaded the payment by 
way of premium of any money which he would have had to pay but 
for such failure, an officer authorised in this behalf by the Central Gov¬ 
ernment may determine the amount, payment of which has been so 
evaded, and thereupon such person shall be liable, without prejudice 
to any other action that may be taken against him under this Act, to 
pay to the Central Government, as penalty, an amount equal to the 
amount so determined, and if no such payment is made on demand by 
the authorised officer, the amount of the penalty shall be recoverable 
from such person as an arrear of land revenue. 

(2) A person against whom a determination is made under sub¬ 
section (I) may, within the period specified in the Scheme, appeal 
against such determination to the Central Government whose decision 
thereon shall be final. 

12. No prosecution for any offence punishable under this Act shall 
he instituted against any person except by, or with the consent of, the 
Central Government or an authority authorised in this behalf by the 
Central Govemmewt. 

13. Any offence punishable under sub-section ( 4) of section 5 may, 
either before or after the institution of the prosecution, be compounded 
by the Central Government, or by any authority authorised in this 
behalf by the Central Government, on payment for credit to the Fund 
of such sum as the Central Government or such authority, as the case 
may be, thinks fit. 

14. (1) No suit, prosecution or other legal proceedings shall lie against 
any person for anything which is in good faith done or intended to be 
done under this Act. 

(2) No suit shall be maintainable in any civil court against the Cen¬ 
tral Government, or a person acting as its agent under section 4, for the 
refund of any money paid or purporting to have been paid as premium on 
a policy of Insurance taken out or purporting to have been taken out 
under this Act. 

15. (1) The Central Government may, by notification in the Official 
Gazette, exempt any class or description of undertakings from the pro¬ 
visions of this Act requiring properties insurable in relation to such un¬ 
dertakings to be Insured or to continue to be insured under this Act; but 
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such exemption shall not prejudice the infliction of any penalty or the 
accrual of any liability incurred before the date on which the exemption 
takes effect 


(2) In granting any exemption under this section the Central Gov¬ 
ernment may direct that the exemption shall take effect or be deemed 
to have taken effect on a specified date after or before the date of the 
notification. 


16. (1) Where any property has been insured by any owner or oc¬ 
cupier thereof for any period, and before that period has elapsed the 
property or the property of that description has ceased, by ■virtue of 
a notification under sub-section ( 1 ) of section 15, to be insurable under 
this Act, the person who has insured the property shall be entitled to 
a proportionate refund of the premium. 


( 2 ) Where a policy of Insurance has been taken out in relation to a 
property which is not insurable under this Act and premium has been 
paid in relation to such policy, or where any premium has been paid 
in respect of a property which has ceased to be insurable under this 
Act, or where, in relation to a property insurable under this Act, premium 
has been paid in excess of the amount due under the policy, the person 
making such payment or excess payment, as the case may be, shall be 
entitled to a refund of the whole of the amount so paid or paid in excess 
as the case may be. 


(3) If it is established to the satisfaction of the Central Government 
that a policy of insurance under the Scheme has been taken out separate¬ 
ly by two or more persons in respect of the same property, the policy 
taken out by any one such person may, on an application made by him 
and after such inquiry as the Central Government may think fit, be 
cancelled and thereupon the premium paid on such policy shall be re¬ 
funded to the person by whom it was paid unless such person has re¬ 
covered the premium from any other person, in which case, the refund 
shall be made to that other person: 


Provided that no refund shall be made under this section unless the 
application for the refund is made before the expiry of six months from 
the date when the premium was paid. 


17. If any doubt arises as to whether a person is insurable in respect 
of any property insurable under this Act, the Central Government may, 
by order, make such directions, not inconsistent with the provisions of 
this Act, as appear to it to be necessary or expedient for the removal of 
such doubt. 



Sec, 2] 


THE GAZETTE OS' INDIA EXTRAORDINARY 


953 


18, A copy of every notification made by the Central Government Notiftca- 
under section 15, shall be laid after it has been made, on the Table of der 
each House of Parliament when such House is in session for a period se ctiob 
of thirty days or for the duration of the session in which it is so laid, 15 to be 
whichever period is less. lald 

before 

Parlia¬ 

ment. 
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STATEMENT OF OBJECTS AND REASONS 

In view of the present emergency, it is considered desirable that 
provision should be made for the insurance of certain properties in India 
against the risk of loss or damage as a result of enemy action. As the 
degree of risk which may be involved is necessarily uncertain, it will not 
be possible for insurers to cover it in the normal course, and the Scheme 
will have to be formulated, brought into force and operated on behalf of 
the Central Government. 

2. The Bill seeks to provide for a scheme of insurance based on 
premium rates which can be varied up to the maximum limit provided 
under the Bill with reference to the actual nature or extent of the risk 
as it may exist from time to time. ' The various provisions are explained 
in detail in the notes on the clauses which are attached to the Bill. 


New Delhi; Y. B. CHAVAN. 

The 6th December, 1971. 


PRESIDENT’S RECOMMENDATION UNDER ARTICLE 117 OF THE 
CONSTITUTION OF INDIA 

[Copy of letter No. F. 66(1) INS.I/71-IV dated the 6th December, 
1971 from Shri Y. B. Chavan, Minister of Finance to the Secretary, Lok 
Sabha.] 

The President having been informed of the subject matter of the pro¬ 
posed Emergency Risks (Undertakings) Insurance Bill, 1971, recommends 
the introduction of the Bill in the Lok Sabha under clause (i) of article 
117 and its consideration under clause (3) of article 117 of the Constitu¬ 
tion. 
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Nctes on clauses 

Clause 1 in effect provides that the Bill, when it is passed into law, 
shall come into force immediately in all the States and territories of India 
including Jammu and Kashmir. The provisions of the Act will continue 
to be in force throughout the period of the present emergency and for a 
reasonable period thereafter. 

Clause 2 defines the words and expressions used in trie Bill. The defi¬ 
nition of “enemy” is based on the corresponding definition in the Emer¬ 
gency Risks (Factories) Insurance Act, 1962. The definition of “emer¬ 
gency risks” is based on the provisions of the previous law; it is compre¬ 
hensive, and includes any risk of loss or damage through explosions or 
through the adoption of ‘scorched earth’ or ‘denial’ measures. Property in- 
. surable under the Act will include factory buildings, plant and machinery, 
and materials used in or by the factory, gas and electric supply undertak¬ 
ings, inland vessels, standing tea crops, mines equipment and oil compa¬ 
nies' installations, but will exclude any goods which are insurable under 
the Emergency Risks (Goods) Insurance Scheme. 

Clause 3 provides for a scheme of insurance of undertakings within 
the scope of the provisions of the Bill to be prepared and brought into 
force by notification at an appropriate stage by the Central Government. 
It is clarified for the avoidance of any doubt that persons interested in any 
property insurable under the Act may insure that property on their initia¬ 
tive, in lieu of the persons who as the owners for the purposes of the sche¬ 
me may be bound or compelled to insure the property in the normal 
course. 

The Central Government’s liability as the insurer will be limited in 
each case to eighty per cent, of the insurable value of the property and may 
be discharged either by payment In cash or by reimbursement of the cost 
of restoring the insured property to the condition in which it was before 
the damage. In the event of property relating to undertaking being re¬ 
constructed, the Central Government may provide, as a condition of such 
reconstruction, that the property shall be removed to some other locality. 
The policies of insurance will be issued for periods, the duration of which 
will be determined by the Central Government, but the periods of validity 
of the policies may be extended from time to time. The premiums will be 
charged at a variable rate which will be determined from time to time by 
the Central Government, after taking into account the actual degree of 
risk which may be involved. 

Works in course of construction which on completion will become pro¬ 
perties Insurable under the Bill will be eligible for protection under the 
scheme, in the same manner and to the same extent, as completed under¬ 
takings which are working normally. 

Clause 4 provides for the appointment of an agent to administer the 
scheme on behalf of the Central Government. 

Clause 5 provides that when a scheme of insurance is notified and 
brought into force, the owner of an insurable property, or where the owner 
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himself is not the occupier of such property, the occupier acting on his 
behalf will be compelled to insure such property to the extent that it is 
insurable under the scheme. 

In the event of a change in the ownership of an undertaking during 
the currency of a policy of insurance issued in relation to it, the policy, 
along with the rights and liabilities thereunder, will be transferred to the 
new owner. 

Clause 6 prohibits insurers carrying on general insurance business from 
competing with the Central Government in regard to the coverage of the 
abnormal emergency risks for which provision is made in the Bill. 

Clause 7 provides for the establishment of an Emergency Risks (Under¬ 
takings) Insurance Fund. The Fund is intended to be self-sufficient, 
but provision is being made for the Central Government to advance to 
the Fund, if it is temporarily in deficit, any amount which may be needed 
for meeting the expenditure which may be chargeable to the Fund. If 
there is ultimately a surplus in the Fund after providing for all the obliga¬ 
tions to the policy-holders, appropriate provision in regard to the utilisa¬ 
tion of the surplus will be made by the Central Government. 

Clauses 8 and 9.—Clause 8 provides for the grant of power to the Cen¬ 
tral Government to obtain information or to carry out such inspections as 
may be necessary and Clause 9 provides for penalties for furnishing 
any false information. 

Clause 10 provides that if the Central Government requites any pro¬ 
perty to be removed to any other locality, the cost of such removal will 
also be paid out of the Emergency Risks (Undertakings) Insurance Fund. 

Clause 11 provides for the determination and recovery as penalty of 
an amount equivalent to the amount evaded payment by way of premium 
either because the payment has been evaded or because it has been in 
arrears. 

Clauses 12 to 14 contain the usual provisions in regard to the limitation 
of prosecutions, the composition of offences and bar of legal proceedings 
in respect of action taken in good faith under the relevant provisions of 
the Bill. 

Clauses 15 and 16.—Clause 15 provides for the grant of power to the 
Central Government to exempt undertakings of any particular ^class or 
description, if it is considered necessary or expedient to do so, while 
Clause 16 provides for refund of the premiums In certain cases. 

Clause 17 provides for the grant of power to the Central Government 
to remove difficulties, if any. 
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FINANCIAL MEMORANDUM 

Clause 7 of the bill provides that an Emergency Risks (Undertakings) 
Insurance Fund will be established and that an amount not exceeding the 
amount of premiums and other collections received under the scheme of 
insurance will be paid into the Fund after due appropriation by law. The 
degree of risk as a result of enemy action is necessarily uncertain and a 
reasonably accurate estimate of the value of the property insurable in 
accordance with the provisions of the Bill cannot also be made. It is not 
possible, therefore, to anticipate exactly at this stage the rate at which 
the premiums may have to be fixed or the amounts receivable on account 
of the Emergency Risks (Undertakings) Insurance Fund. The Bill provi¬ 
des for a maxim am rate of premium of three per cent, of the insurable 
value per annum. The clause provides that if at any time the balance in 
the. Emergency Risks (Undertakings) Insurance Fund is inadequate to 
meet the outgo therefrom, an amount equal to the deficiency shall be paid 
into the Fund, after due appropriation made by Parliament by law out of 
the Consolidated Fund of India. No estimate of the likely amount involved 
is possible. 

2. The recurring expenditure on administration of the scheme is ex¬ 
pected to amount to about Rs. 17 lakhs per year on account of establish¬ 
ment expenses of the organisation to be entrusted with administration. 
There is already an organisation for this purpose which has been func¬ 
tioning ever since the previous declaration of Emergency in 1962 for which 
a Budget provision of Rs. 6’83 lakhs has been provided in respect of the 
current financial year. The amount required is therefore Rs. 9 1 63 lakhs for 
the current financial year. For the year 1972-73 and subsequent years 
the amount required will be about Rs. 17 lakhs per year. The organisation 
will be suitably augmented for the purposes of administration of the pie- 
sent Bill. 

3. No non-recurring expenditure will be incurred on account of the 
provisions of the Bill. 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 

Clause 3 of the Bill empowers the Central Government to make a 
scheme whereby that Government undertakes the liability of insuring 
property insurable under the Act against emergency risks, to the extent 
provided by or under the Act. The matters in relation to which the Sche¬ 
me may be made have been specified in the Bill. These are matters of 
procedure and detail which can hardly be provided for in the Bill. The 
delegation of the legislative power is, therefore, of a normal character. 


S. L. SHAKDHER, 
Secretary. 
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